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The following are some of my concerns about the bills currently in the legislature to allow
Northwestern Energy to own power generating plants. Clearly it would be beneficial to *
regulate” Northwestern Energy but it should be done in a way that is in the public interest.

All but one of the bills currently being considered to re-regulate Northwestern Energy contains
provisions which would allow “pre-approval” of power plants. My testimony focuses on that
issue.

Pre-approval shifts risk from investors to consumers- Pre-approval asks the Public Service
Commission to allow the utility to recover costs regardless of whether the plant is actually
needed when it is put into service. There is also risk that the market price drops and the pre-
approved plant price is much higher. This happened all over the country in the mid-1980s. With
pre-approval rate payers will be on the hook regardless of the market price and regardless of
whether the plant is needed.

Pre-approval is opposed by consumer advocates- The Montana Consumer Council and other
consumer advocates in Montana have always opposed pre-approval because it shifts market risk
to consumers. Call the Montana Consumer Counsel, Bob Nelson at 444-2771.

Pre-approval is not common in other states’ regulatory regimes- While there are some states
with differing forms of pre-approval, it is not the norm. Based on a few phone calls to western
states I can tell you that Wyoming does not allow pre-approval, Arizona does not allow pre-
approval, Oregon does not allow pre-approval and Nevada does not allow pre-approval.

Granting pre-approval is an over-reaction to temporary market conditions- Pre-approval
advocates argue that nothing will get built without pre-approval. The deregulated merchant
power market has collapsed. There is currently a lot of uncertainty in power markets. This
condition is temporary (as we have seen before). Markets will likely get more stable and
financing for new plants will be more available in private markets.

Granting pre-approval will lead to poor decision making- Risk leads to conservative decision
making. Shifting risk away from investors to rate payers makes the utility less vested in good
decision making. :

If pre-approval is granted the rate of return should be decreased- Risk and profit should be
proportional. At a minimum pre-approval legislation should explicitly direct that rate of return
be adjusted to reflect the reduced risk to investors.

Just like Chicken Little, utilities have always predicted dire consequences if they were not
granted pre-approval- Following the bond defaults and overbuilding of the early 80’s utilities
made the exact same arguments we hear today. The sky did not fall then and it won’t now.
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WWW.ENERGY.CA.GOV / ELECTRICITY / WSCC PROPOSED GENERATION

Database of Proposed Generation
Within the Western Electricity Coordinating Council

Updated: 11/15/2006

This database provides a list of publicly announced electric generation projects and proposals within the
Western Electricity Coordinating Council (WECC), formerly known as the Western Systems Coordinating
Council. The entire database is available for download in Microsoft Excel and Access formats. (Please note
that your computer's Web Browser "mime" type may need to be adjusted to aliow downloads of MS Access
files. If you have problems downloading, try right-clicking the link to the Access or Excel file below.)

The database was developed to assist Energy Commission staff with its biennial Market Clearing Price
(MCP) outlook. Because the MCP outlook employs a regional marketing model that simulates loads and
resources of the entire region encompassed by the WECC, it is necessary for the staff to monitor the status
of new power projects both within and outside of California's borders. This database is only used for
tracking the status of new generation projects and is not intended to suggest or predict the probability of
projects being approved by licensing authorities or becoming operational.

To develop the database, staff first gathered information from various sources on proposed generation and
retirements within the WECC. These sources include discussions with staff at state regulatory agencies,
information from regulatory agency Web sites, reading energy industry newsletters (Power Week West,
California Energy Markets, Clearing Up, Wind Energy Weekly), visiting company Web sites and telephone
calls to project developers. Based on the information gathered, the projects are assigned, by status, to one
of the following seven categories:

e O - Operational

e 1 - Under construction

e 2 - Regulatory approval received

e 3 - Application under review

e 4 - Starting application process

5 - Press release only

e 6 - Cancelled, denied permit or delayed indefinitely

Summary Table of Projects by WECC Sub-Region

Project Status Cal - | Northwest Rocky Southwest | Total
Mex Mountain

O - Operational 18,216 11,074 4,004 16,261 | 49,555

1 - Under construction 1,175 3,804 1,160 2791 6,418

2 - Regulatory approval received 260 3,765 1,254 2,003} 7,282

3 - Application under review 6,291 7,681 242 3501 14,564

4 - Starting application process 2,891 5,283 512 3,771112,457

hitp://www.energy.ca.gov/electricity/wscc_proposed_generation.html 2/7/2007
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5 - Press release only 1,985 2,395 2,800 1,453] 8,633
6 - Cancelled, denied permit or 23,642 29,466 3,509 22,283178,889
delayed indefinitely

Please see the Energy Commission's siting/licensing cases page for complete details on the power plants
licensing process in California and more current numbers of power plants being licensed.

Download Database

M8 | WECC Proposed Generation Database (Microsoft Access file, 548 kilobytes)
™1 (The data contained in this database was last updated on November 15, 2006)

(Please note that your computer's Web Browser "mime" type will need to be adjusted to allow
downloads of MS Access files [.mdb files].) You may also need to "right-click" your mouse button
(option mouse click on a Mac) to download to your hard drive.

WECC Proposed Generation Database (Microsoft Excel file, 242 kilobytes)
(The data contained in this database was last updated on November 15, 2006.)

For more information

If you have questions regarding this database or would like to give us feedback on the information
provided or if you have information on new projects, please contact Richard Jensen at 916-654-4893 or e-

mail at: Rlensen@energy.state.ca.us

Commission Homepage | Site Index | Search Site | Glossary | Links | Contact Us

Page Updated: 11/17/2006

http://www.energy.ca.gov/electricity/wscc_proposed_generation.html 2/7/2007
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